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Real Estate Deal Funding Essentials: 

6 Proven Ways You Can Structure 
Private Money Deals to Get 

Lenders To Chase You!  

 

 

Who Should be Reading this Powerful Report: 

Real Estate Investors:   

The concepts learned here will put you light years ahead of your peers when it comes to 

ǊŀƛǎƛƴƎ ƳƻƴŜȅ ŀƴŘ ǎǇŜŀƪƛƴƎ ƛƴǘŜƭƭƛƎŜƴǘƭȅ ǘƻ ǇƻǘŜƴǘƛŀƭ ƭŜƴŘŜǊǎΦ  ²ƘŜƴ ƛǘ ŎƻƳŜǎ ǘƻ άǇǊƛǾŀǘŜ 

ƳƻƴŜȅέ ƻǊ ŦƛƴŀƴŎƛƴƎ ƻŦ ŀƴȅ ƪƛƴŘΣ ƴƻǘƘƛƴƎ ƳƻǊŜ ǘƘŀƴ ŎǊŜŘƛōƛƭƛǘȅ ŀƴŘ ȅƻǳǊ ŀōƛƭƛǘy to get 

people to view you as professional and knowledgeable.   Once you implement what you 

learn here, you will see your ability to attract money to your deals explode.  
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Current or Aspiring Money Lenders: 

LǘΩǎ Ƨǳǎǘ ŀǎ Ǿƛǘŀƭ ŦƻǊ ȅƻǳ ǘƻ ƭŜŀǊƴ ǘƘŜǎŜ ŎƻƴŎŜǇǘs as it is for investors and rehabbers.  You 

will learn how to structure deals for maximum profitability and minimum risk.  Some 

ŘŜŀƭ ǎǘǊǳŎǘǳǊŜǎ ǘŀǳƎƘǘ ƘŜǊŜΣ ƭƛƪŜ άŜǉǳƛǘȅ ǎǇƭƛǘǎέ ǿƛƭƭ ŀƭƭƻǿ ȅƻǳ ǘƻ ŀŎƘƛŜǾŜ ƘǳƎŜ ǊŀǘŜǎ ƻŦ 

returns if done with correct partners! 

{ƻ ƭŜǘΩǎ ƎŜǘ ǘƻ ƛǘΗ 

άtǊƛǾŀǘŜ aƻƴŜȅέΦ  LŦ ȅƻǳ ƘŀǾŜ ōǳƛƭǘ ǳǇ ŀŎŎŜǎǎ ǘƻ ƛǘΣ ǘƘŜ ǿƻǊƭŘ ƻŦ ǊŜŀƭ ŜǎǘŀǘŜ ōŜŎƻƳŜǎ ȅƻǳǊ 

oyster.  You can do any deal you want, simply by picking up your phone, calling your 

ǇǊƛǾŀǘŜ ƭŜƴŘŜǊǎΣ ŀƴŘ ƎŜǘǘƛƴƎ ǘƘŜƳ ƻƴōƻŀǊŘΦ  .ǳǘ ǿƘŀǘ ƛǎ άǇǊƛǾŀǘŜ ƳƻƴŜȅέ ŜȄŀŎǘƭȅ ŀƴŘ 

how do you get to the point of having ready-to-go financing for any real estate deal at 

ȅƻǳǊ ŦƛƴƎŜǊǘƛǇǎΚ  ²ŜΩƭƭ ǘŀƭƪ ŀōƻǳǘ ŀƭƭ ǘƘŀǘ ƘŜǊŜ ƛƴ ǘƘƛǎ ŎƻƴǘŜƴǘ-filled report.  

I am going to address a topic that almost nobody else addresses properly and it is a 

chronic, nagging problem I see a significant number of my real estate friends and 

colleagues struggling with time and time again: Knowing how to effectively craft private 

lender transactions for your real estate deals so that lenders start going after you, and 

not the other way around! 

The fact is, finding a private lender ǿƘƻΩǎ ǿƛƭƭƛƴƎ ǘƻ Ǝƻ ƛƴ ŦƛƴŀƴŎƛŀƭƭȅ ǿƛǘƘ ȅƻǳ ƻƴ ŀ ǊŜŀƭ 

estate deal is one thing, but knowing how to actually structure these transactions with 

your ΨƳŀǘǘǊŜǎǎ ƳƻƴŜȅΩ ŦǊƛŜƴŘ for the greatest possible win/win togetherΧ ǿŜƭƭ ǘƘŀǘΩǎ 

another thing entirely. 

It seems to me that most people in the real estate game know maybe one or two basic 

ways to structure private lender dealsΣ ŀƴŘ ƛƴ Ƴȅ ƻǇƛƴƛƻƴ ǘƘŀǘΩǎ Ƨǳǎt not enough. LŦ ǘƘŀǘΩǎ 

ȅƻǳΣ ǘƘŜƴ ȅƻǳΩǊŜ likely leaving a lot of money on the table. 

LΩŘ ƭƛƪŜ ǘƻ ƘŜƭǇ ȅƻǳ ŎƘŀƴƎŜ ǘƘƛǎ ōȅ ǿŀƭƪƛƴƎ ȅƻǳ ǘƘǊƻǳƎƘ ǎƛȄ ǎƛƳǇƭŜ-yet-effective private 

ƭŜƴŘŜǊ ǎǘǊǳŎǘǳǊŜǎ LΩǾŜ ōŜŜƴ ǳǎƛƴƎ with great success in my real estate investing and 

development business for more than a decade now. 
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Start Thinking Like a Transaction Engineer 

aŀȅōŜ ƛǘΩǎ Ƴȅ background in finance and financial modelingΣ ōǳǘ ƛǘΩǎ always just made 

sense to me to look at each of my deals from multiple angles and think of as many 

creative ways to approach it as possible before choosing one path or another to move 

forward with.  

But after a long time ƛƴ ǘƘŜ ǊŜŀƭ ŜǎǘŀǘŜ ǘǊŜƴŎƘŜǎ ƴƻǿΣ LΩǾŜ come to realize that this way 

of thinking ŘƻŜǎƴΩǘ ƴŜŎŜǎǎŀǊƛƭȅ ŎƻƳŜ as naturally for everyone else in the arena as it 

does for me. So one thing I want to do here is help you start thinking more like a 

transaction engineer.  

 

A transaction engineer understands the 

value of (i) creative thinking and (ii) 

flexibility in how you approach each deal, 

because well, every deal is different. 

Each property has its unique facets ς the 

numbers, the features, the neighborhood 

and local market conditions, highest and 

best useΧ  

And similarly, no two private lenders are 

exactly alike ς each has their own view of what an ideal return looks like for them, and 

some will have a higher risk tolerance while others will have a lower risk tolerance.  

Your best advantage is in knowing how to work with all types of private money lenders, 

and the best way to do this is to understand multiple ways you could possibly structure 

your arrangement with them. This means stepping outside the άƻƴŜ ǎƛȊŜ Ŧƛǘǎ ŀƭƭέ ōƻȄ 

ȅƻǳΩǾŜ ōŜŜƴ ǎǘǳŎƪ ƛƴǎƛŘŜ, and learning how to structure and present your deals more 

creatively.  

LǘΩǎ ƴƻǘ ǘƘŀǘ ƘŀǊŘΣ ȅƻǳ Ƨǳǎǘ ƴŜŜŘ ŀ ŦŜǿ ΨǘŜƳǇƭŀǘŜǎΩ ǘƻ ŦƻƭƭƻǿΣ ŀƴŘ ǘƘŀǘΩǎ ŜȄŀŎǘƭȅ ǿƘŀǘ LΩƳ 

about to walk you through in plain English here. 
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.ŜŦƻǊŜ ²Ŝ tǊƻŎŜŜŘΧ 

.ŜŦƻǊŜ ǿŜ ǇǊƻŎŜŜŘΣ ǘƘŜǊŜΩǎ ǎƻƳŜǘƘing really important that I want you to understand.  

¢Ƙƛǎ ǊŜǇƻǊǘ ƛǎ ƴƻǘ ƭƛƪŜ ŀƴȅ ƻǘƘŜǊ ǊŜǇƻǊǘ ƻǊ ōƻƻƪ ȅƻǳΩǾŜ ŜǾŜǊ ǊŜŀŘΦ  ¢ƘŜǊŜ ƛǎ ƴƻ 

ƳƻǘƛǾŀǘƛƻƴŀƭ ŦƭǳŦŦ ƘŜǊŜ ƻǊ άŦƛƭƭŜǊέ Ƨǳǎǘ ǘƻ ƛƴŎǊŜŀǎŜ ǘƘŜ ǇŀƎŜ ŎƻǳƴǘΦ  hƴ ǘƘŜ ŎƻƴǘǊŀǊȅΣ ǿŜ Ǝƻ 

DEEP into the real estate math involved in structuring private lending transactions.   

Why? 

²Ŝƭƭ ƛǘΩǎ ǎƛƳǇƭŜΦ  фф҈ ƻŦ ȅƻǳǊ ŦŜƭƭƻǿ ǊŜŀƭ ŜǎǘŀǘŜ ƛƴǾŜǎǘƻǊǎ Řƻ ƴƻǘ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜǎŜ 

concepts.   And if you take the time to really pay attention and learn these deal 

structuring scenarios and how each one may benefit you and/or your private lender, 

ȅƻǳΩƭƭ ōŜ ŀōƭŜ ǘƻ Ǉƻǎƛǘƛƻƴ ȅƻǳǊǎŜƭŦ ŀǎ ŀ ǎŜŀǎƻƴŜŘΣ ǘǊǳǎǘǿƻǊǘƘȅ ǇǊƻŦŜǎǎƛƻƴŀƭ ƛƴ ǘƘŜ ŜȅŜǎ ƻŦ 

any lender.  And that, in return, will lead to virtually unlimited funding for any real 

estate deal you find.  

Speaking of ά{ǘǊǳŎǘǳǊƛƴƎέ ŀƴŘ άtǊŜǎŜƴǘƛƴƎέΥ Iƻǿ LΩǾŜ aŀŘŜ This Super 

Easy For You 

One more thing before we dive in:  

Getting your head around six solid ways you can structure your private lender 

transactions is a big help for sure. But knowing then how to express these concepts to 

your private lender in a clear-cut, intelligent and concise manner ς well, ǘƘŀǘΩǎ ŀƴƻǘƘŜǊ 

thing entirely. 

In fact, I would contend that your ability (or lack thereof) to effectively structure and 

then present your private lender proposals in a coherent, organized way is something 
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that can set you categorically apart as either a real pro or a total amateur in the eyes of 

a private lender. 

!ŎǘǳŀƭƭȅΣ LΩǾŜ ǎŜŜƴ ǘƘƛǎ ōŜ ŀ ŎƻƳǇƭŜǘŜ ƎŀƳŜ-changer for our investor clients.  

To this end, I have create an online tool that flat-out solves the deal-structuring and the 

ΨŜȄǇƭŀƛƴƛƴƎ it to your lenderΩ ǇŀǊǘs for good.   

In a nutshell, a few years back I created some simple, user-friendly software for exactly 

this purpose: To make evaluating and structuring your deals, and then presenting your 

ŘŜŀƭǎ ǘƻ ȅƻǳǊ ƭŜƴŘŜǊǎ ŀ ǘƻǘŀƭ ǇƛŜŎŜ ƻŦ ŎŀƪŜΦ LǘΩǎ ŎŀƭƭŜŘ Rehab Valuator, and LΩƭƭ ōŜ ƘƻƴŜǎǘΣ 

ƛǘΩǎ completely amazing. 

hǾŜǊ ǘƘŜ ȅŜŀǊǎΣ LΩǾŜ ŎƻƴǘƛƴǳŜŘ ǊŜŦƛƴƛƴƎ ŀƴŘ ǇŜǊŦŜŎǘƛƴƎ ƛǘ ƛƴǘƻ ŀƴ all-in one analytics and 

marketing software for investors, which helps you: 

¶ Calculate offers quickly 

¶ Avoid over-paying for deals 

¶ Market your deals like a pro 

¶ Sell your deals faster, for more money 

¶ Raise private money 

¶ Manage your rehab projects 

¶ Easily create comprehensive (yet clear-cut) deal-funding pitches 

That last part is especially key to our discussion here, because the professional reports 

you can generate for your private lenders are in ŀƴ Ŝŀǎȅ ΨǇƭǳƎ ŀƴŘ ǇƭŀȅΩ ŦƻǊƳŀǘ ǘƘŀǘ 

allows you to be super-flexible with your deal structuring, depending on the scenario 

and the ǘȅǇŜ ƻŦ ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ȅƻǳΩƭƭ ōŜ ǇǊŜǎŜƴǘƛƴƎ ǘƻΦ 

You simply enter numbers into specific fields (which you can change as needed), and it 

does the math for you instantaneously. hƴŎŜ ȅƻǳΩǾŜ ŘƛŀƭŜŘ ƛƴ ŀ ŘŜŀƭ ǎǘǊǳŎǘǳǊŜ ȅƻǳ ǿŀƴǘ 

ǘƻ Ǌƻƭƭ ǿƛǘƘΣ ȅƻǳΩǊŜ just one click away from the most impressive-yet-straightforward 

ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ǇǊƻǇƻǎŀƭ ȅƻǳΩǾŜ ŜǾŜǊ ǎŜŜƴΦ  
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In other wordsΣ ƛǘΩǎ ŀƭƭ ŀōƻut working smarter ς not harder. As a highly active investor 

and developer myself, I approached Rehab Valuator knowing exactly what I needed this 

ǎƻŦǘǿŀǊŜ Řƻ ǘƻ ŦƻǊ ƳŜΣ ŀƴŘ LΩǾŜ ǿƻǊƪŜŘ very hard to ensure itΩs entirely flexible and 

comprehensive, while still ridiculously simple and easy to use.  

In other words, Rehab Valuator ŘƻŜǎ ǘƘŜ ΨƘŜŀǾȅ ƭƛŦǘƛƴƎΩ ŦƻǊ ȅƻǳ 

and gives you instant credibility by establishing you as a total 

pro in the eyes of your private lenders and colleagues. 

Recently, I opened up a dynamic, cloud-based version of the 

software, and people are absolutely loving it. If you want to 

check it out, you can test-drive the full-feature Rehab Valuator 

Premium here for just $1 (no strings attached) and give it a try 

yourself.  

Watch and Learn 

So as we walk through this togetherΣ LΩƭƭ ŀƭǎƻ be touching on how you could leverage 

Rehab Valuator to easily apply each of these six private lender structures to your deal in 

ŀ ǎƴŀǇΦ ¸ƻǳΩƭƭ ōŜ ŀƳŀȊŜŘ ŀǘ Ƙƻǿ ǎƛƳǇƭŜ ŀƴŘ Ŝŀǎȅ ƛǘ Ŏŀƴ ƳŀƪŜ ǘƘŜ ǿƘƻƭŜ ǇǊƻŎŜǎǎΦ 

If you have your own Rehab Valuator account feel free to follow along with the 

examples I present ς plus, IΩƭƭ ƛƴŎƭǳŘŜ some screenshots throughout that should be 

helpful. Soon, ȅƻǳΩƭƭ ōŜ ǎǘǊǳŎǘǳǊƛƴƎ ŘŜŀƭǎ and raising boatloads in private capital!  (Or 

just follow along with your calculator!) 

One final suggestion: 5ƻƴΩǘ ǘǊȅ ǘƻ ǊǳǎƘ ǘƘǊƻǳƎƘ ǘƘŜ ƛƴŦƻ LΩƳ about to share with you. 

Take your time and really get it. LǘΩǎ ƴƻǘ ǎǳǇŜǊ ŎƻƳǇƭƛŎŀǘŜŘΣ ōǳǘ ƭƛƪŜ ŀƴȅǘƘƛƴƎ ȅƻǳ ƭŜŀǊƴ 

ŦƻǊ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜΣ ƛǘ ƳƛƎƘǘ ǎŜŜƳ Ŏƭǳƴƪȅ ŀǘ ŦƛǊǎǘΦ 5ƻƴΩǘ ƭŜǘ ȅƻǳǊǎŜƭŦ ŦŜŜƭ ŦǊǳǎǘǊŀǘŜŘ ƻǊ 

intimidated by this. Just run back through it a couple of times if you need to until it 

ΨŎƭƛŎƪǎΦΩ LŦ ȅƻǳ ǘŀƪŜ ǘƘŜ ǘƛƳŜ ǘƻ ƭŜŀǊƴ ǿƘŀǘ LΩƳ sharing hereΣ ȅƻǳΩƭƭ ōŜ ŀōƭŜ ǘƻ ǎǇŜŀƪ ǘƻ ŀƴŘ 

present to potential lenders like a pro no matter your level of expertise.  

For those who know me and are familiar with my styƭŜΣ ȅƻǳ ƪƴƻǿ L ŘƻƴΩǘ care too much 

for fluff. I prefer to just give out solid, proven information you can put to use in your 

ōǳǎƛƴŜǎǎ ƛƳƳŜŘƛŀǘŜƭȅΣ ŀƴŘ ǘƘŀǘΩǎ ŜȄŀŎǘƭȅ ǿƘŀǘ L ŀƛƳ ǘƻ Řƻ ŦƻǊ ȅƻǳ ƘŜǊŜΦ 

{ƻΣ ƭŜǘΩǎ ƎŜǘ ǘƻ ƛǘΧ 
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The Basics: 3 Primary Types of Financing  

for Residential Real Estate Investing 

Before we get into the nuts and bolts of working with private money lenders, I want to 

do a quick review of (i) the types of financing that are out there, (ii) the differences 

between them, (iii) and the pros and cons of each.  

Once you get the clear picture of the types of financing, you will more fully understand 

where private lenders best fit in, and why ǘƘŜȅΩǊŜ ǎƻ key to your real estate business.  

Primarily, there are 3 major types of financing for residential investment real estate. 

They are:  

1. Bank Financing 

2. Hard Money Lenders 

3. Private Money Lenders 

Are there other sources of capital? Sure! But these are the three primary ones and the 

ones I will be explaining. 

Please bear in mind that it would be practically impossible for me to cover every funding 

scenario for all the different types of niches in real estate investing, so for our purposes, 

ǿŜΩƭƭ ŦƻŎǳǎ Ƨǳǎǘ on residential real estatŜ ǘƘŀǘ ȅƻǳΩǊŜ ŜƛǘƘŜǊ rehabbing and flipping. The 

good news is that these same principles can be applied to other types of deals, including 

rentals. 
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Type 1: Bank Financing 

 ΨConventionalΩ Bank Financing 

Bank financing entails two different groups. The first one is conventional lenders. This 

refers to entities such as Fannie Mae and Freddie Mac.  

In my experiences, dealing with conventional bank 

lenders almost always means experiencing all sorts of 

unnecessary hassles and painful issues ς especially for 

investors.  

CƛǊǎǘ ƻŦ ŀƭƭΣ ǘƘŜǊŜΩǎ ŀn automatic limit to the number of 

properties that conventional lenders will allow, which is 

10. LΩǾŜ ƘŜŀǊŘ ƻŦ ǘƘŜƳ ƎƻƛƴƎ ōŀŎƪ and forth between 

ƭƛƳƛǘǎ ƻŦ п ŀƴŘ млΤ L ŀŎǘǳŀƭƭȅ ŘƻƴΩǘ ƪƴƻǿ ǿƘŀǘ ƛǘ ƛǎ ƴƻǿ 

ōŜŎŀǳǎŜ L Ƨǳǎǘ ŘƻƴΩǘ ŘŜŀƭ ǿith these lenders anymore 

myself. 

The bottom line is their guidelines are extremely strict, full of hassles and require a ton 

of paperwork. You also must have a sterling credit rating as wellΣ ŀƴŘ ǘƘŜȅΩƭƭ ŀƭƳƻǎǘ 

always require you to sink 20%-30% down. Basically, ǘƘŜȅΩƭƭ want to know everything 

about you, ŀƴŘ ƛǘΩǎ Ƨǳǎǘ very difficult to qualify and a real pain overallΦ LŦ ȅƻǳΩǾŜ ŜǾŜǊ 

tried to go this route, you know exactly what kind of a nightmare it is.  

ΨPortfolioΩ Bank Financing 

The second group under bank financing is portfolio lenders. This group includes local 

community banks and credit unions. CǊƻƳ ŀƴ ƛƴǾŜǎǘƻǊΩǎ ǇŜǊǎǇŜŎǘƛǾŜ ǘƘŜ most prominent 

difference between portfolio lenders and conventional lenders is that portfolio lenders 

are far easier to deal with.  

¢ƘŜ ǊŜŀǎƻƴ ǘƘŜȅΩǊŜ ŎŀƭƭŜŘ άportfolioέ lenders is because their loans are mostly kept in 

their own portfolio rather than being sold to the secondary market, which means they 

are not subject to the strict guidelines that govern entities such as Fannie Mae and 

Freddie Mac.  
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Since portfolio lenders loan their own funds to you, they can be much looser and flexible 

with their lending guidelines, which can often create a path of much less resistance for 

you to borrow from them.  

You still must qualify based on income, credit, global cash flow, and balance sheet. 

These lenders often add weight to their assessment of you personally and your business 

rather than just what your credit score and financials say on paper. They will, however, 

still examine everything you have such as your assets, other properties, and balance 

sheet.  

Generally, these loans carry short-term calls, which means they may expect your loan to 

be repaid within 3, 5, or 10 years.  

I presently have a very large number of loans with this type of lender, which tells you 

that I like portfolio lenders and tend to use them a lot. I find that the interest rates I get 

from portfolio loans are much lower than what I would otherwise pay a hard or private 

lender ς ŀƴŘ LΩƳ ŀ Ŧŀƴ ƻŦ ŎƘŜŀǇ ƳƻƴŜȅ ǿƘŜƴ L Ŏŀƴ ƎŜǘ ƛǘ. 

Type 2: Hard Money 

If ȅƻǳΩǊŜ ǳƴŀōƭŜ ǘƻ ǉǳŀƭƛŦȅ ŦƻǊ ŜƛǘƘŜǊ ǘƘŜ ǇƻǊǘŦƻƭƛƻ ƭŜƴŘŜǊǎ ƻǊ ǘƘŜ ŎƻƴǾŜƴǘƛƻƴŀƭ ƭŜƴŘŜǊǎΣ 

another option to consider is to go with a hard money lender.  

Hard money lenders are in the business of making higher-risk ƭƻŀƴǎΣ ŀƴŘ ǘƘŜȅΩǊŜ at this 

business. This method of financing works great if you need money fast and for only a 

short time. These lenders are very expensive, and the way they make their profits is by 

ǘǳǊƴƛƴƎ ƻǾŜǊ ǘƘŜƛǊ ƳƻƴŜȅ ǉǳƛŎƪƭȅΦ ¢ȅǇƛŎŀƭƭȅΣ ǘƘŜȅ ǿƻƴΩǘ ƭŜƴŘ ƻƴ ŀ ŘŜŀƭ ŦƻǊ ƳƻǊŜ ǘƘŀƴ мн 

months, because they make much of their money on points. 

άPointsέ is another way of saying a certain percent of the total loan. One point is the 

same as saying 1% of the loan amount.  

Most hard money lenders charge a 12% to 16% interest rate and as well as 4 to 8 points 

up front. {ƻ ƛŦ ȅƻǳΩǊŜ ōƻǊǊƻǿƛƴƎ Ϸмллƪ ŦǊƻƳ ŀ ƘŀǊŘ ƳƻƴŜȅ ƭŜƴŘŜǊΣ ƛǘ Ŏŀƴ Ŏƻǎǘ ǳǇ ŦǊƻƴǘ 

anywhere from $4,000 to $8,000. (In some instances, you may get them to agree to tack 

your points onto the backend of the loan ǎƻ ȅƻǳ ŘƻƴΩǘ ƘŀǾŜ ǘƻ Ǉŀȅ ǘƘŜƳ ǳǇ front ς ƛǘΩǎ 

ŀƭƭ ǳǇ ǘƻ Ƙƻǿ ǘƘŜȅ Řƻ ōǳǎƛƴŜǎǎ ŀƴŘ ǿƘŀǘ ȅƻǳΩǊŜ ŀōƭŜ ǘƻ ƴŜƎƻǘƛŀǘŜ ǿƛǘƘ ǘƘŜƳ. 
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But again, this is very expensive money. If this is the route you choose to take, you will 

ƴŜŜŘ ŀ ǾŜǊȅ ǎƻƭƛŘ ŘŜŀƭ ŀƴŘ ŀ ǎŜŎǳǊŜ ŜȄƛǘ ǎǘǊŀǘŜƎȅΦ LŦ ȅƻǳ ŎŀƴΩǘ ƎŜǘ ƻǳǘ ƻŦ ǘƘŀǘ ƭƻŀƴ ƛƴ мн 

ƳƻƴǘƘǎΣ ȅƻǳΩǊŜ ƛƴ ǘǊƻǳōƭŜΦ ¢ƘŜ ƭŜƴŘŜǊ could raise the interest rate, charge you another 

heap of fees and points, or even foreclose on the property. 

LΩǾŜ ǎŜŜƴ ƛƴ Ƴŀƴȅ ŎŀǎŜǎ ǿƘŜǊŜ ǘƘŜ ƘŀǊŘ ƳƻƴŜȅ ƭŜƴŘŜǊ ǎǘŀǘŜǎ ƛƴ ŀ ŎƭŀǳǎŜ ƛƴ ǘƘŜ ŎƻƴǘǊŀŎǘ 

ǘƘŀǘ ƛŦ ȅƻǳ ŘƻƴΩǘ ƎŜǘ ƻǳǘ ƻŦ ǘƘŀǘ ƭƻŀƴ ƛƴ ф ƻǊ мн ƳƻƴǘƘǎ όǿƘŀǘŜǾŜǊ ǘƘŜ ŎƻƴǘǊŀŎǘ ǎŀȅǎύΣ ǘƘŜ 

interest rate suddenly skyrockets to nearly double what you started out paying. These 

guys are serious about keeping their money moving in and out of deals, rather than 

sitting parked in a single property for an extended period.  

Think about it ς ƛŦ ȅƻǳΩǊŜ ǇŀȅƛƴƎ мр҈-20% annualized on your money, ǘƘŀǘΩǎ ƎƻƛƴƎ ǘƻ Ŝŀǘ 

into your profit margins bigtime.  

So my general philosophy is this: ¦ƴƭŜǎǎ ȅƻǳ ƘŀǾŜ ŀ ǎǘǊƻƴƎΣ ǎŜŎǳǊŜ ŘŜŀƭΣ ƛǘΩǎ ōŜǎǘ ǘƻ ǎǘŜŜǊ 

clear of hard money lenders. 

Type 3: Private Money 

This brings us to private money lenders, 

which is obviously our core topic here.  

Private lenders are often just regular people 

you know or come into contact with in your 

everyday life, who happen to have cash 

available that you could tap into. For the mosǘ ǇŀǊǘΣ ǘƘŜȅΩǊŜ ƴƻǘ ǇǊƻŦŜǎǎƛƻƴŀƭ ƭŜƴŘŜǊǎ ŀƴŘ 

may not even know much about real estate investing.  

When dealing in this arena, you contend with far fewer rules and regulations. The 

regulations that are in place really have more to do with how you solicit private money 

as opposed to how you structure your private money deals. ¢ƘŀǘΩǎ ǊŜŀƭƭȅ ŀƴ ŜƴǘƛǊŜƭȅ 

different conversation for a different time. 

Private lender terms can be as flexible as you can imagine. About any structure you can 

create (and that you and your private lender agree on) is possible. 

Overall, my view is that private money is by far the most flexible money that you will 

find. Most of the time, ȅƻǳΩƭƭ ƴŜŜŘ ǘƻ Ǉŀȅ ŀ ƘƛƎƘŜǊ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǘhan you otherwise 
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might with a portfolio lender, but ƛǘΩǎ still a heck of a lot less costly than your typical 

hard money lŜƴŘŜǊΣ ŀƴŘ ƛǘΩǎ Ƨǳǎǘ ŀōƻǳǘ ƛƳǇƻǎǎƛōƭŜ ǘƻ ōŜŀǘ ǘƘŜ ŦƭŜȄƛōƛƭƛǘȅ ŦŀŎǘƻǊΦ 

How It Can Play Out in Real Life  

So now that you have an ƻǾŜǊǾƛŜǿ ƻŦ ǘƘŜ о ōŀǎƛŎ ǘȅǇŜǎ ƻŦ ŦƛƴŀƴŎƛƴƎΣ ƭŜǘΩǎ ōǊƛŜŦƭȅ take a 

closer look at how you might consider each one in a real-life deal.  

[ŜǘΩǎ ǎŀȅ ȅƻǳ ǿŀƴǘ ǘƻ ōǳȅΣ ǊŜƘŀōΣ ƻǊ ŦƭƛǇ ŀ ƘƻǳǎŜ ŀƴŘ ȅƻǳΩǾŜ ŘŜŎƛŘŜŘ ǘƻ Ǝƻ ǘƻ ŜƛǘƘŜǊ ŀ 

local community bank or credit union. The first roadblock will be that conventional 

lenders will almost never finance a renovation. (That is, unless you are going to be the 

occupant, which you are not.)  

One option will be to get a construction loan. I actually get these from time to time on 

bigger projects. Even with these types of loans you will still need to qualify based on 

income, credit, assets, and so on. Additionally, you might get a 4%-7% interest rate, and 

typically a 6- to 12-month term after which the loan will be called (or will roll over in 

ǿƘŀǘΩǎ ŎŀƭƭŜŘ ŀ Ƴƛƴƛ-term).  

tŜǊǎƻƴŀƭƭȅΣ L ƭƛƪŜ ŎƻƴǎǘǊǳŎǘƛƻƴ ƭƻŀƴǎ ŦƻǊ Ƴȅ ōƛƎƎŜǊ ǇǊƻƧŜŎǘǎ ōŜŎŀǳǎŜ ƛǘΩǎ ƴƻǘ ŜȄǇŜƴǎƛǾŜ 

money. However, the borrower still must be able to qualify, and the qualification 

process can be pretty intense even with portfolio lenders.  

Or yƻǳ Ŏŀƴ Ǝƻ ǘƻ ŀ ƘŀǊŘ ƳƻƴŜȅ ƭŜƴŘŜǊ ƛŦ ǘƘŜ ŘŜŀƭ ƛǎ ǎǘǊƻƴƎΦ Lƴ ǘƘƛǎ ŎŀǎŜΣ ȅƻǳ ŘƻƴΩǘ ƴŜŜŘ 

to have good credit, income, or assets. Hard money lenders almost always look purely at 

ǘƘŜ ŘŜŀƭΦ .ǳǘ ŀǎ L ǎǘŀǘŜŘ ǇǊŜǾƛƻǳǎƭȅΣ ƛǘΩǎ ǾŜǊȅ ŜȄǇŜƴǎƛǾŜ Ƴƻƴey. You must be able to 

rehab and sell the house under the terms specified or lose the house to the lender ς or 

possibly risk paying even higher interest rates.  

tƭǳǎΣ ŀƭƳƻǎǘ ƛƴ ŜǾŜǊȅ ƛƴǎǘŀƴŎŜΣ ŀ ƘŀǊŘ ƳƻƴŜȅ ƭŜƴŘŜǊ ǿƛƭƭ ǿŀƴǘ ȅƻǳ ǘƻ Ǉǳǘ άǎƪƛƴ ƛƴ ǘƘŜ 

ƎŀƳŜέ ƻǊ ƳƻƴŜȅ Řƻǿƴ ƻƴ ǘƘŜ ŘŜŀƭΦ  LǘΩǎ ŀƭƳƻǎǘ ƛƳǇƻǎǎƛōƭŜ ǊƛƎƘǘ ƴƻǿ ǘƻ ŦƛƴŘ млл҈ ƘŀǊŘ 

money financing.  

The next option, of course is to consider a private lender. The terms between you and 

ȅƻǳǊ ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ŀǊŜ ŎƻƳǇƭŜǘŜƭȅ ǳǇ ǘƻ ǘƘŜ ǘǿƻ ƻŦ ȅƻǳΦ IŜǊŜΩǎ Ƙƻǿ ƛǘ Ǉƭŀȅs out...  

You, as the borrower, receive a loan for X amount of money from the private lender in 

exchange for a monthly interest payment based on X percent. In most cases, the lender 
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receives a deed of trust or a mortgage on the property. There is also a promissory note 

for the amount of the loan, promising to repay the loan after the agreed term.  

You, as the investor, find the deal, rehab and flip the house, while the lender funds 

ŜƛǘƘŜǊ ŀƭƭ ƻǊ Ƴƻǎǘ ƻŦ ǘƘŜ ǇǳǊŎƘŀǎŜ ŀƴŘ ǊŜƴƻǾŀǘƛƻƴΦ ό[ŀǘŜǊΣ LΩƭƭ ǎƘƻǿ ȅƻǳ Ƙƻǿ to present 

your deals to these potential lenders.)  

 

Ok!  Ready to Dive Right In? 

The 4 Main Scenarios 

Before we dive right all-in to the nitty-gritty here, it will be helpful for you to understand 

that all six of these specific private lender structures can be categorized under four 

broader private lender scenarios. 

A: Lower LTV Debt Scenario 

ά[¢±έ ǎǘŀƴŘǎ ŦƻǊ ƭƻŀƴ-to-value, and it refers to the ratio of debt compared to the value 

of the property. So in this first scenario, a lender hedges their risk by keeping a relatively 

ƭƻǿ [¢± ƛƴ ȅƻǳǊ ŘŜŀƭ ŀƴŘ ǊŜǉǳƛǊƛƴƎ ƳƻǊŜ άǎƪƛƴ ƛƴ ǘƘŜ ƎŀƳŜέ ŦǊƻƳ ȅƻǳ ƻǊ ŀ ǇŀǊǘƴŜǊ ƻŦ 

yours.  

²ŜΩƭƭ ŘƛǎŎǳǎǎ н ǇƻǎǎƛōƭŜ ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ǎǘǊǳŎǘǳǊŜǎ ǳƴŘŜǊ ǘƘƛǎ ǘȅǇŜ ƻŦ ǎŎŜƴŀǊƛƻΥ  

Structure 1: Your lender funds 50% of both your acquisition and rehab costs.  

Structure 2: Your lender funds your acquisition, but not the rehab.  

B: Higher LTV Debt Scenario 

Lƴ ǘƘŜ άƘƛƎƘŜǊ ƭƻŀƴ-to-vŀƭǳŜέ ǎŎŜƴŀǊƛƻΣ ǘƘŜ ƭŜƴŘŜǊ would be willing to take a little more 

risk with you and fund more of your deal ς which is always great if you can get it.  

LΩƭƭ ŎƻǾŜǊ н ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ǎǘǊǳŎǘǳǊŜǎ ǳƴŘŜǊ ǘƘƛǎ ǎŎŜƴŀǊƛƻΥ 

Structure 3: Your lender funds everything with a straight interest rate.  
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Structure 4: Your lender funds it all (including rolling in the closing and holding 

costs) and lets you defer any interest payment until after the property sells.  

C: Debt + Equity Scenario 

TƘŜ άŘŜōǘ ŀƴŘ Ŝquityέ scenario is a little more creative, in that your lender gets paid two 

different ways from the deal.  

Structure 5: Your lender funds everything, and you give them both (i) an interest 

payment and (ii) a cut of your end-profits in the deal. 

D: 100% Equity Scenario 

FiƴŀƭƭȅΣ LΩƳ ƎƻƛƴƎ ǘƻ ŎƻǾŜǊ ŀ ǎŎŜƴŀǊƛƻ ǘƘŀǘΩǎ ǊŜŀƭƭȅ ƳƻǊŜ ƭƛƪŜ ŀ ǎƛƴƎƭŜ-deal partnership, but 

viable for sure and should definitely be counted in your arsenal of options to consider.  

Structure 6: Your lender funds everything with only a profit split.  

Risk Versus Reward 

Something to bear in mind: At times, your lender may not feel comfortable with taking a 

large risk by funding your entire purchase price and renovation. Instead they may ask 

you to put some of your own money into the deal as well. This happens if your deal feels 

particularly risky for some reason, or when your lender simply has a lower tolerance for 

riskΣ ŀƴŘ ǘƘŜȅ ŦŜŜƭ ƭƛƪŜ ǘƘŜƛǊ Ǌƛǎƪ Ŏŀƴ ōŜ ƻŦŦǎŜǘ ǎƻƳŜ ƛŦ ȅƻǳ ƘŀǾŜ ǎƻƳŜ ƻŦ ȅƻǳǊ ƻǿƴ Ψǎƪƛƴ in 

ǘƘŜ ƎŀƳŜΩ ŀǎ ǿŜƭƭΦ  

This touches on an important point: When structuring your deals, the return your 

lender receives should be commensurate with the risk that he takes on.  

The graph here shows how the risk/return compensation works in the four lending 

scenarios we reviewed. You start with the low-risk, low-return scenario of Low LTV Debt. 

As you go up the risk spectrum, your lender lends you a higher loan, and the potential 

return keeps going up as well. 

 

¢ŀƪŜ ŀ ƭƻƻƪΧ  
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The main point here is that the more risk your lender takes on ς the more money 

ǘƘŜȅΩǊŜ ƭŜƴŘƛƴƎ ȅƻǳ ǾŜǊǎǳǎ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅ ς the higher their potential return 

should be as well. Higher private lender risk equals higher private lender reward. 

This concept will become clearer as we now progress through the 6 ways to structure 

your private money deals. 

Our Example Deal: 

IŜǊŜΩǎ ŀƴ example deal ǿŜΩƭƭ ōŜ ǊŜŦŜǊŜƴŎƛƴƎ for our deal-structuring scenarios: 

Purchase price:        $100,000 

Required repairs:        $37,000 

Closing and holding costs:       $3,000 

_________________________________________________________ 

Your total cost basis (not including financing costs):  $140,000 

_________________________________________________________ 

After repair value (purchase value):     $200,000 

Keep in mind as we move through these examples that I am using numbers for 

demonstration purposes only.  
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¸ƻǳΩǊŜ ōǳȅƛƴƎ ǘƘŜ ǇǊƻǇŜǊǘȅ ŀǘ рл҈ ƻŦ ǘƘŜ !ŦǘŜǊ wŜǇŀƛǊ ±ŀƭǳŜ ό!w±ύΦ ¢ƘŜ !w± ƛǎ ǿƘŀǘ ǘƘŜ 

property will appraise for (and also the price it will be marketed and sold forΣ ƛŦ ȅƻǳΩǊŜ 

selling rather than keeping) after all the repairs are made.  

hƴŎŜ ǘƘŜ ǊŜǇŀƛǊǎ ŀǊŜ ŎƻƳǇƭŜǘŜŘΣ ŀƴŘ ȅƻǳΩǾŜ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ǘƘŜ ǎƻŦǘ Ŏƻǎǘs, your total cost 

basis is 70% of the ARV. That leaves you 30% for profit margin. 

OkayΣ ƴƻǿ ƭŜǘΩǎ ŘƛǾŜ ƛƴǘƻ ǘƘŜ ǎƛȄ ǿŀȅǎ ȅƻǳ Ŏŀƴ ǎǘǊǳŎǘǳǊŜ ǇǊƛǾŀǘŜ ƭŜƴŘŜǊ ǘǊŀƴǎŀŎǘƛƻƴǎΦ 

Structures 1 and 2: Lower LTV Debt Scenarios 

[ŜǘΩǎ ǎǘŀǊǘ ōȅ ǿŀƭƪƛƴƎ ǘƘǊƻǳƎƘ ǘƘŜ ƭƻǿŜǎǘ Ǌƛǎƪ ƭŜƴŘƛƴƎ ǎŎŜƴŀǊƛƻs ς Low LTV debt. 

LΩƭƭ walk through two different ways you can structure this. 

Structure 1: Lender Funds 50% of Acquisition and Rehab Costs 

In this scenario, the lender agrees to fund 50% of the total cost of the project ς that is, 

50% of the acquisition and also 50% of the costs of renovation.  

By the way, please keep in mind that Ƨǳǎǘ ōŜŎŀǳǎŜ LΩƳ ŜȄǇƭŀƛƴƛƴƎ ǘƘƛǎ ǎŎŜƴŀǊƛƻ ŘƻŜǎƴΩǘ 

ƳŜŀƴ ǘƘŀǘ ƛǘΩǎ ideal for you or your deal. From a bottom line standpoint, this type of 

arrangement is clearly not optimal for you as the investor ς ƛǘΩs generally best when you 

ŘƻƴΩǘ have to use your own money in the deal. But each of these scenarios is worth 

taking in, because you never know when one of them ς even your 2nd, 4th or 6th choice ς 

could be the one that actually gets the deal done for you, depending on the 

circumstances at hand.  

Or you may start off with a new private lender at whatever terms make them feel most 

comfortable at first, but then once you prove yourself with a deal or three, it may well 

open the door for better terms together on future deals. Oftentimes, doing a deal with 

terms that may not be ideal can still get your foot in the door with someone you want 

on your side for the long-haul. Something to think about.  

So again, in this first structure, the lender funds 50% of the acquisition and 50% of the 

rehab cost of the project, and you as the investor, are responsible for the other half of 

each, plus the closing costs and holding costs. So ȅƻǳΩƭƭ be making interest payments to 

your lender during the rehab.  
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[ŜǘΩǎ Plug and Play 

IŜǊŜΩǎ Ƙƻǿ ǘƘƛǎ ŘŜŀƭ ǿƻǳƭŘ ƭƻƻƪ ƛƴ Rehab Valuator: Starting from the Welcome page, 

ƻǇŜƴ ǳǇ ŀ άbŜǿ 5Ŝŀƭέ ŦƻǊ analysis.  

Step 1 ς Purchase Assumptions: Under Step 1, just fill in the fields for your purchase 

price and estimated closing and holding costs ς ǿŜΩƭƭ ŀǎǎǳƳŜ ŀōƻǳǘ ϷнΣллл ƛƴ ŎƭƻǎƛƴƎ 

costs for the deal, and around $1,000 in misc. holding costs, like utilities and such.  

Step 2 ς Rehab Budget: Under Step 2, add your estimated rehab cost, and ƭŜǘΩǎ assume 

itΩƭƭ ǘŀƪŜ 3 months to complete the renovations.
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Step 3 ς Short-Term Financing Assumptions: {ƛƴŎŜ ȅƻǳΩǊŜ ŘŜŦƛƴƛǘŜƭȅ ŦƛƴŀƴŎƛƴƎ ǘƘƛǎ ŘŜŀƭ 

rather than paying all cash, choose Financing from the drop-down menu on line 7.  

Next, ȅƻǳΩǊŜ ƎƛǾŜƴ different options for how your lender will finance your project. This is 

based either on cost, on a percentage of cost, or a percentage of the ARV. In this case, 

your lender has agreed to fund a certain percentage (50%) of the cost. {ƻ ȅƻǳΩƭƭ ǎŜƭŜŎǘ 

Cost for line 8 and input 50% for line 9 ς Max % of Cost to be financed.  

bƻǿ ƭŜǘΩǎ ǎŀȅ your lender wants an 8% return on his money, and he also wants to 

receive his interest in the form of monthly payments over the course of the project. So 

for Interest Rate (line 13) simply input the 8%, then for Interest Payment During Rehab 

you select Yes.  For line 15 select No, since there will be no profit split in this example.  
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